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Approval of annual financial statements 


I am responsible for the preparation of these annual financial statements, which are set out on pages 5 to 33. in terms of 
Section 1 26(1 ) of the Municipal Finance Management Act and which i have signed on behalf-of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors, loans made to Councillors, if any, and payments made to 
Councillors for loss of office, if any, as disclosed in note 22 of these annual financial statements are within the upper limits 
of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers Act 
and the Minister of Provincial and Local Government’s determination in accordance with this Act. 



Municipal Manager: 


31 August 2009 
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Mbhashe Local Municipality 
STATEMENT OF FINANCIAL POSITION 
AS AT JUNE 2009 


ASSETS 

Current assets 

Cash and cash equivalents 

Trade and other receivables from exchange transactions 

Prepayments 

Investments 

VAT receivable 

Non-current assets 
Property, plant and equipment 

Total assets 

LIABILITIES 
Current liabilities 

Trade and other payables from exchange transactions 
Current provisions 
Bank overdraft 

Current portion of unspent conditional grants and receipts 

Total liabilities 


Note 

2009 

2008 


R 

R 

1 

1 455 886 

5 832 408 

2 

126 156 

149 889 

4 

57 644 

_ 

5 

29 484 654 

23 719 340 

8 

1 743 748 

6 663 441 

6 

51 246 019 

53 235 704 


84114107 

89 600 783 

7 

4 227 901 

965 143 

9 

2 049 664 

1 229 091 

1 

1 413514 

« 

10 

4 860 818 

6 315 348 


12 551 897 

8 509 582 


Net assets 

71 562 210 

81 091 201 

NET ASSETS 

Reserves 

Accumulated surplus 

9 652 509 

61 909 702 

9 652 509 
71 438 692 

Total net assets 




71 562 211 

81 091 201 
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Mbhashe Local Municipality 



STATEMENT OF FINANCIAL PERFORMANCE 



for the year ended 30 June 2009 





2009 

2008 


Note 

R 

R 

Revenue 




Property rates 

11 

2 661 768 

2 587 187 

Service charges 

12 

617 364 


Renta! of facilities and equipment 

13 

365 405 

198 313 

Interest earned - external investments 14 

2 1 1 1 322 

1 2fiR nRQ 

Government grants and subsidies 

15 

66 529 243 

67114 414 

Other income 

20 

1 179 903 

1 937 787 

Total revenue 


73 465 004 

73103 770 

Expenses 




Employee related costs 

21 

20 263 451 

13 537 865 

Remuneration of councillors 

22 

9 291 245 

9 214 465 

Bad debts 


2 712 078 

5 893 613 

Depreciation and amortisation expense 23 

3 918 058 

2 841 607 

Repairs and maintenance 


17 484 221 

616 877 

Grants and subsidies paid 

24 

- 

4 614 228 

General expenses 

25 

34 893 325 

10 725 608 

Total expenses 


88 562 378 

47 444 263 

(Deficit)/Surplus for the period 

— 

{15 097 374) 

25 659 507 
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Mbhashe Local Municipality 
BMEm OF CHANGES IN NET ASSETS 
as at 30 June 2009 


Balance at 30 June 2007 
Correction of prior period error 
Restated balance 
Surplus for the period 
Balance at 30 June 2008 
Other items 
Deficit for the period 
Balance at 30 June 2009 


jovernment 

Grant 

Reserve 

R 


Accumulated 

Surplus/(Deficit) 

R 


Total: Net 
Assets 
R 


9 652 509 

57 045 733 

76 350 751 

- 

“(1 1 266 548) 

(11 266 548) 

9 652 509 

45 779 185 

65 084 203 

- 

25 659 507 

25 659 507 

9 652 509 

71 438 692 

90 743 710 

- 

5 568 384 

5 568 384 

- 

(15 097 374) 

(15 097 374) 

9 652 509 

61 909 702 

81 214 720 


Mbhashe Local Municipality 

CASH FLOW STATEMENT 
as at 30 June 2009 

Note 

R 

R 

CASH FLOWS FROM OPERATING ACTIVITIES 

Receipts from ratepayers, governement and other 

Payments to Suppliers and Employees 

Cash generated from (utilised in) operations 


73 488 737 

81 996 991 

77 500 002 
(45 622 142) 

44 

(8 508 254) 

31 877 860 

Interest Received 

Net cash Hows from operating activities 


2 111322 

1 266 069 


(6 396 932) 

33 143 929 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of fixed assets 

Proceeds from sale of fixed assets 

Proceeds from sale of investments 

Purchase of foreign currency securities 

Net cash flows from investing activities 


(1 928 373) 

(13105 155) 


(1 928 3731 

(13 105155) 

CASH FLOWS FROM FINANCING ACTIVITIES 

Proceeds from borrowings 

Repayment of borrowings 

Proceeds from finance lease liability 

Repayment of finance lease liability 

Net cash flows from financing activities 





- 

- 

Net increase / (decrease) in net cash and cash equivalents 
Net cash and cash equivalents at beginning of period 


(8 325 305) 

37 852 331 

20 038 774 

17 813 557 


45 

29 527 026 

37 852 331 
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1 BASIS OF ACCOUNTING 


Mbhashe Local Municipality 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
as at 30 June 2009 


1.1 BASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis of accounting and are in accordance with 
historical cost convention unless specified otherwise. 


These annual financial statements have been prepared in accordance with Generally Recognised Accounting 
Practice {GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal 
Finance Management Act, (Act No 56 of 2003). 

The principal accounting policies adopted in the preparation of these annual financial statements are set out 
below. 


Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted bv 
a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year's financial statements, 
unless explicitly stated. The details of any changes in accounting policies are explained in the relevant policy. 


1.2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand, which is the functional currency of the 
municipality. 

1.3 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on the assumption that the municipality wilt continue to 
operate as a going concern for at least the next 12 months. 

1.4 COMPARATIVE INFORMATION 


When the presentation or classification of items in the annual financial statements is amended, prior period 
comparative amounts are restated. The nature and reason for the reclassification is disclosed. Where accounting 
errors have been identified in the current year, the correction is made retrospectively as far as is practicable, and 
the prior year comparatives are restated accordingly. Where there has been a change in accounting policy in the 
current year, the adjustment is made retrospectively as far as is practicable, and the prior year comparatives are 
restated accordingly. 


1.5 

STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been early adopted by the 
municipality: 

GRAP 23 Revenue from Non-Exchange Transactions (Taxes and Transfers) - issued February 2008 
GRAP 24 Presentation of Budget Information in Financial Statements - issued November 2007 

The following standards, amendments to standards and interpretations have been issued but are not yet effective 
and have not been early adopted by the municipality; 

IAS 1 9 Employee Benefits - effective 1 January 2009 
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2 PROPERTY, PLANT AND EQUIPMENT 


2.1 INITIAL RECOGNITION 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for 
use in the production or supply of goods or services, rental to others, or for administrative purposes and are 
expected to be used during more than one year. Items of property, plant and equipment are initially recognised as 
assets on acquisition date and are initially recorded at cost. The cost of an item of property, plant and equipment 
IS the purchase price and other costs attributable to bring the asset to the location and condition necessary for it to 
be capable of operating in the manner intended by the municipality. Trade discounts and rebates are deducted in 
arriving at the cost. The cost also includes the necessary costs of dismantling and removing the asset and 
restoring the site on which it is located. 


When significant components of an item of property, plan and equipment have different useful lives they are 
accounted for as separate items (major components) of property, plant and equipment. 


Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction) 
the cost IS deemed to be equal to the fair value of that asset on the date acquired. 


Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary 
assets or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair 
value (the cost). If the acquired item’s fair value was not determinable, it’s deemed cost is the carrying amount of 
the asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects 
to use them during more than one period. Similarly, if the major spare parts and servicing equipment can be used 
only in connection with an item of property, plant and equipment, they are accounted for as property, plant and 


2.3 SUBEQUENT MEASUREMENT - COST MODEL 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated 
depreciation and impairment losses. Land is not depreciated as it is deemed to have an indefinite useful life. 


Where the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and 
capitalises the new component. Subsequent expenditure incurred on an asset is capitalised when it increases the 
capacity or future economic benefits associated with the asset. 


2.4 DEPRECIATION AND IMPAIRMENT 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful 
lives of the assets. Components of assets that are significant in relation to the whole asset and that have different 
useful lives are depreciated separately. The annual depreciation rates are based on the following estimated 


Infrastructure 
Roads and Paving 

Community 

Buildings 



Other 


25 years 

Buildings 

30 years 


Other vehicles 

5 years 


Office equipment 

3 to 7 years 

30 years 

Furniture and fittings 

7 to 10 years 


Furniture and fittings 

7 to 10 years 


Other items of plant and equipment 

15 years 


Computer equipment 

3 years 


The residual value, the useful life of an asset and the depreciation method is reviewed annually and any changes 
are recognised as a change in accounting estimate in the Statement of Financial Performance. 


The municipality tests for impairment where there is an indication that an asset may be impaired. An assessment 
0 whether there is an indication of possible impairment is done at each reporting date. Where the carrying amount 
of an Item of property, plant and equipment is greater than the estimated recoverable amount (or recoverable 
service amount), it is written down immediately to its recoverable amount (or recoverable service amount) and an 
impairment loss is charged to the Statement of Financial Performance. 
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2.5 DERECOGNITION 

Items of Property, plant and equipment are derecognised when the asset is disposed of or when there are no 
further economic benefits or service potential expected from the use of the asset. The gain or loss arising on the 
disposal or retirement of an item of property, plant and equipment is determined as the difference between the 
sales proceeds and the carrying value and is recognised in the Statement of Financial Performance. 

3 FINANCIAL INSTRUMENTS 

3.1 INITIAL RECOGNITION 

Financial instruments are intitally recognised at fair value. 

3.2 SUBSEQUENT MEASUREMENT 

Financial Assets are categorised according to their nature as either financial assets at fair value through profit or 
loss, held-to maturity, loans and receivables, or available for sale. Financial liabilities are categorised as either at 
fair value through profit or loss or financial liabilities carried at amortised cost {"other"). The subsequent 
measurement of financial assets and liabilities depends on this categorisation and, in the absence of an approved 
GRAP Standard on Financial Instruments, is in accordance with IAS 39. 


3.2.2 TRADE AND OTHER RECEIVABLES 

Trade and other receivables are categorised as financial assets: loans and receivables and are initially recognised 
at fair value and subsequently carried at amortised cost. Amortised cost refers to the initial carrying amount, plus 
interest, less repayments and impairments. An estimate is made for doubtful receivables based on a review'of all 
outstanding amounts at year-end. Significant financial difficulties of the debtor, probability that the debtor will enter 
bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 days overdue) are 
considered indicators that the trade receivable is impaired. Impairments are determined by discounting expected 
future cash flows to their present value. Amounts that are receivable within 12 months from the reporting date are 
classified as current. 

An impairment of trade receivables is accounted for by reducing the carrying amount of trade receivables through 
the use of an allowance account, and the amount of the loss is recognised in the Statement of Financial 
Performance within operating expenses. When a trade receivable is uncollectible, it is written off. Subsequent 
recoveries of amounts previously written off are credited against operating expenses in the Statement of Financial 
Performance. 


•3.2.3 TRADE PAYABLES AND BORROWINGS 

Financial liabilities consist of trade payables and borrowings. They are categorised as financial liaibilities held at 
amortised cost, are intitially recognised at fair value and subsequently measured at amortised cost which is the 
initial carrying amount, less repayments, plus interest. 

3.2.4 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents 
are^ short-term highly liquid investments, readily convertible into known amounts of cash, that are held with 
registered banking institutions with maturities of three months or less and are subject to an insignificant risk of 
change In value. For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, 
deposits held on call with banks, net of bank overdrafts. The municipality categorises cash and cash equivalents 
as financial assets: loans and receivables. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as 
incurred. Amounts owing in respect of bank overdrafts are categorised as financial liabilities: other financial 
liabilties carried at amortised cost. 


4 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the 
conditions of an allocation received from another sphere of government, municipality or organ of state and 
expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management Act (Act 
No.56 of 2003). Unauthorised expenditure is accounted for as an expense in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 
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5 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 
2003), the Municipal Systems Act (Act No.32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is in 
contravention of the Municipality's supply chain management policy. Irregular expenditure excludes unauthorised 
expenditure. Irregular expenditure is accounted for as expenditure in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 


6 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had 
reasonable care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the 
Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 


7 PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a result of past 
events, it is probable that an outflow of resources embodying economic benefits will be required to settle the 
obligation and a reliable estimate of the provision can be made. Provisions are reviewed at reporting date and 
adjusted to reflect the current best estimate. Where the effect is material, non-current provisions are discounted to 
their present value using a pre-tax discount rate that reflects the market's current assessment of the time value of 
money, adjusted for risks specific to the liability (for example in the case of obligations for the rehabilitation of 
land). 


The municipality does not recognise a contingent liability or contingent asset. A contingent liability is disclosed 
unless the possibility of an outflow of resources embodying economic benefits is remote. A contingent asset is 
disclosed where an inflow of economic benefits is probable. 


Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision 
where there is sufficient objective evidence that they will occur. Gains from the expected disposal of assets are not 
taken into account in measuring a provision. Provisions are not recognised for future operating losses The 
present obligation under an onerous contract is recognised and measured as a provision. 

8 LEASES 


8.1 MUNICIPALITY AS LESSEE 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of 
an asset are transferred to the municipality. Property, plant and equipment or intangible assets subject to finance 
lease agreements are initially recognised at the lower of the asset's fair value and the present value of the 
minimum lease payments. The corresponding liabilities are initially recognised at the inception of the lease and 
are measured as the sum of the minimum lease payments due in terms of the lease agreement, discounted for 
the effect of interest. In discounting the lease payments, the municipality uses the interest rate that exactly 
discounts the lease payments and unguaranteed residual value to the fair value of the asset plus any direct costs 
incurred. ’ 


Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting 
policies applicable to property, plant, equipment or intangibles. The lease liability is reduced by the lease 
payments, which are allocated between the lease finance cost and the capital repayment using the effective 
interest rate method. Lease finance costs are expensed when incurred. The accounting policies relating to 
derecognition of financial instruments are applied to lease payables. The lease asset is depreciated over the 
shorter of the asset's useful life or the lease term. 


Operating leases are those leases that do not fail within the scope of the above definition. Operating lease rentals 
are accrued on a straight-line basis over the term of the relevant lease. 


9 REVENUE 

9.1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for 
services rendered / goods sold, the value of which approximates the consideration received or receivable. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the approved 
tariff to each property that has improvements. Tariffs are determined per category of property usage and are 
levied monthly based on the recorded number of refuse containers per property. 


Interest revenue is recognised on a time proportion basis. 
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Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the term of the 
lease agreement. 


Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is 
rendered by applying the relevant gazetted tariff. This includes the issuing of licences and permits. 


Revenue from the sale of goods is recognised when substantially all the risks and rewards in those goods is 
passed to the consumer. 


Revenue arising out of situations where the municipality acts as an agent on behalf of another entity (the principal) 
is limited to the amount of any fee or commission payable to the municipality as compensation for executing the 
agreed services. 

9.2 REVENUE FROM NON-EXCHANGE TRANSACTIONS 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from 
another entity without directly giving approximately equal value in exchange. Revenue from non-exchange 
transactions is generally recognised to the extent that the related receipt or receivable qualifies for recognition as 
an asset and there is no liability to repay the amount. 


Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection charges 
are recognised when such amounts are legally enforceable. Penalty interest on unpaid rates is recognised on a 
time proportionate basis. 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised when 
payment is received, together with an estimate of spot fines and summonses that will be received based on past 
experience of amounts collected. 

Revenue from public contributions and donations is recognised when all conditions associated with the 
contribution have been met or where the contribution is to finance property, plant and equipment, when such items 
of property, plant and equipment qualifies for recognition and first becomes available for use by the municipality. 
Where public contributions have been received but the municipality has not met the related conditions, a deferred 
income (liability) is recognised. 

Contributed property, plant and equipment is recognised when such items of property, plant and equipment 
qualifies for recognition and become available for use by the municipality. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated 
procedures, including those set out in the Municipal Finance Management Act (Act No.56 of 2003) and Is 
recognised when the recovery thereof from the responsible councillors or officials is virtually certain. 


9.3 GRANTS, TRANSFERS AND DONATIONS 

Grants, transfers and donations received or receivable are recognised when the resources that have been 
transferred meet the criteria for recognition as an asset. A corresponding liability is raised to the extent that the 
grant, transfer or donation is conditional. The liability is transferred to revenue as and when the conditions 
attached to the grant are met. Grants without any conditions attached are recognised as revenue when the asset 
is recognised. 

10 RETIREMENT BENEFITS 

The municipality provides retirement benefits for its employees and councillors. The contributions to fund 
obligations for the payment of retirement benefits are charged against revenue in the year they become payable. 


11 IMPAIRMENT OF ASSETS 

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If 
any such indication exists, the municpality estimates the recoverable service amount of the asset. 


Irrespective of whether there is any indication of impairment, the municipality also: 

- tests intangible assets with an indefinite useful life or intangible assets not yet available for use for impairment 
annually by comparing its carrying amount with its recoverable amount. This impairment test is performed during 
the annual period and at the same time every period. 
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If there is any indication that an asset may be impaired, the recoverable service amount is estimated for the 
individual asset. If it is not possible to estimate the recoverable service amount of the individual asset, the 
recoverable service amount of the cash-generating unit to which the asset belongs is determined. 

The recoverable service amount of an asset or a cash-generating unit is the higher of its fair value less costs to 
sell and its value in use. 


If the recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable service amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised 
immediately in surplus or deficit. Any impairment loss of a revalued asset is treated as a revaluation decrease. 


An impairment loss is recognised for cash-generating units if the recoverable service amount of the unit is less 
than the carrying amount of the unit. The impairment loss is allocated to reduce the carrying amount of the assets 
of the unit as follows: 

- to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any indication that an impairment loss recognised 
in prior periods for assets may no longer exist or may have decreased. If any such indication exists, the 
recoverable service amounts of those assets are estimated. 


The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the 
carrying amount that would have been determined had no impairment loss been recognised for the asset in prior 
periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is 
recognised immediately in surplus or deficit. Any reversal of an impairment loss of a revalued asset is treated as a 
revaluation Increase. 
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Mbhashe Local Municipality 




NOTES TO THE FINANCIAL STATEMENTS 




for the year ended 30 June 2009 




Note 

2009 

2008 



R 

R 

1 CASH AND CASH EQUIVALENTS 




Cash and cash equivalents consist of the following: 
Cash on hand 


4 735 

4 735 

Cash at bank 


- 

4375 526 

Call deposits 


1451 151 

1452147 



1 455 886 

5 832 408 

The Municipality has the following bank accounts: - 


- 


Current Account fPrimarv Bank Accounts 




Meeg Bank Cal! account number 9056683798 




Cash book balance at beginning of year 


4 375 526 

12 676 109 

Cash book balance at end of year 


- 

4 375 526 

Bank statement balance at beginning of year 


7 662 117 

14499 569 

Bank statement balance at end of year 


3 033 305 

7 662117 

Current Account (Other Account 




Standard Bank Limited - Dutywa: 28 077 595 4 
Standard Bank Limited - Dutywa: 28 076 392 1 




Cash book balance at beginning of year 


1452 147 

1 452 717 

Cash book balance at end of year 


1451151 

1 452 147 

Bank statement balance at beginning of year 


1 452 147 

1 452 717 

Bank statement balance at end of year 


1 451 151 

1452 147 

Cash on hand 


4 735 

4 735 





Total cash and cash equivalents 


1 455 886 

5 832 408 





Total bank overdraft 


1413 514 

- 



Provision for 


1 2 TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS Gross Balances 

Doubtful Debts 

Net Balance 

Trade receivables 

as at 30 June 2009 

Service debtors 

R 

R 

R 

Rates 

7 581 845 

7 570 419 

11 426 

Refuse 

1 564 142 

1 560 770 

3 372 

Total 

9 145 987 

9131 189 

14798 

as at 30 June 2008 

Service debtors 




Rates 

6 457 641 

6419110 

38 531 

Refuse 

- 

- 

. 

Total 

6 457 641 

6419110 

38 531 



2009 

2008 



R 

R 

Other receivables 




Other receivables 


111 358 

111 358 

Consumer debtors: Aaelna 

Current (0 - 30 days) 


249 477 

8 721 

31 - 60 Days 


248 771 

20 394 

61 - 90 Days 


242 764 

37 667 

+ 91 Days 


8 404 975 

6 390 859 

Total 


9145 987 

6 457 641 


IS 
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Mbhashe Local Municipality 

NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2009 

Note 

2009 

R 

2008 

R 

3 RECONCILIATION OF THE DOUBTFUL DEBT PROVISION 



Balance at beginning of the year 


6419111 

525 498 

Contributions to provision 


2 712 078 

5 893 613 

Balance at end of year 


9 131 189 

6419111 

4 PREPAYMENTS 




Prepaid expenses 


57 644 


Creditors paid In advance 




5 INVESTMENTS 




Call investments 


29 484 654 

23 719 340 



29 484 654 

23 719 340 
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Mbhashe Local Municipality 
NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2009 



2009 

2008 


R 

R 

7 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 



Trade creditors 

3 137 870 

965 143 

Payments received in advance 

1 090 030 

. 

Total creditors 

4 227 901 

965143 

8 VAT RECEIVABLE 



VAT receivable 

1 743 748 

6 663 441 

VAT is payable on the invoice basis. 



9 PROVISIONS 



Bonus provision 

540 752 

180 000 

Provision for leave 

1 508 912 

1 049 091 

Total Provisions 

2 049 664 

1 229 091 

Bonuses are paid in the month following the employee’s birthday. 



The movement in current provisions are reconciled as follows: - 

Performance Bonus 

Provision for leave 

as at 1 July 2003 

1 049 091 

180 000 

Contributions to provision 

Expenditure incurred 

459 821 

360 752 

as at 30 June 2009 

1 508 912 

540 752 

as at 1 July 2007 

Contributions to provision 

Expenditure incurred 

1 049 091 

180 000 

as at 30 June 2008 

1 049 091 

180 OOO 

10 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 



Unspent Conditional Grants from other spheres of Government 




IGG Fund 1 (MEEG-9056685669) 

2 248 

2 248 

IGG Fund 2 {MEEG-9057228882) 

23 072 

23 072 

Housing Development Fund (MEEG-905 

575 099 

1 063 593 

Pilot Housing Fund (STD-388732 

4 577 

4 577 

Willowvale roads {MEEG-9056533 

5 458 

5 456 

IDP Fund 1 (MEEG-905737630) 

(195 408) 

83 903 

Free basic services (MEEG-9092 

- 

276 449 

Town planning 1 (IV1EEG-90572251 

450 378 

450 378 

Town planning 2 (MEEG-90927430 

400 198 

400198 

Survey fund (MEEG-905668601 3) 

193 283 

193 283 

Ntionyane fund (MEEG-91 1089020 

1 126 903 

1 126 903 

Finance Management Grant 

704 878 

644 443 

LGSETA Fund 

111 463 

33 046 

MSIG 

618 496 

861 428 

Establishment of ward 

(25 001) 

280 995 

Equitable share (MEEG-90618315 

3 475 

3 475 

Extention fund (MEBG-905653311 

31 578 

31 578 

Water reticulation (FNB-620159 

6 674 

6 674 
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Mbhashe Local Municipality 

NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2009 


IDP Fund 2 (MEEG-9057252990) 

IDP Fund 3 {MEEG-9092742368) 

Total Unspent Conditional Grants and Receipts 

See Note 31 for reconciliation of grants and receipts. These amounts are 
invested in ring-fenced investment until utilised. 

11 PROPERTY RATES 

Actual 

Residential 

Total 

Valuations on land and buildings are performed every four years. The 
most recent valuation came into effect on 1 July 2009. 

12 SERVICE CHARGES 

Refuse removal 
Total Service Charges 


13 RENTAL OF FACILITIES AND EQUIPMENT 

Renta! of faoilities 
Total rentals 


14 INTEREST EARNED - EXTERNAL INVESTMENTS 
Bank 

Total interest 

15 GOVERNMENT GRANTS AND SUBSIDIES 
Equitable share 

MSIG Grant 

Finance Management Grant 
Municipal Infrastructure grant (MIG) 

FBS 

Ward Committee 
Housing development 
Grants received - ADM 
I EC 

Grants received - ADM 
IDP 

Unknown grants 

Total Government Grant and Subsidies 

16 Equitable Share 

In terms of the Constitution, this grant is used to subsidise the provision of 
basic sen/ices to indigent community members. 

17 MIG Grant 

Balance unspent at beginning of year 

Current year receipts 

Condifens met - transferred to revenue 


2009 

2008 

R 

R 

709 286 

709 286 

114 363 

114 363 

4 860 818 

6 315 348 


2 661 768 

2 587 187 

2 661 768 

2 587187 


617 364 

- 

617 364 

- 


365 405 

198 313 

365 405 

198 313 


2111 322 

1 266 069 

2111 322 

1 266 069 


41 014 669.00 

45 235 507 

977 932 

734 000 

439 765 

1 000 000 

13 606 000 

16 932 497 

7 164 097 

- 

305 996 

- 

640 081 

- 

225 964 

- 

1 693 750 

- 

208 

- 

460 780 

- 

• 

3 212 410 

66 529 243 

67114 414 


13 606 000 
(13 606 000) 
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Mbhashe Loca) Municipality 
NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2009 



2009 

2008 


R 

R 

Conditions still to be met • remain liabilities 

• 

- 

18 Other Government Grants and Subsidies 



18.1 Municipal System Improvement Grant 

Balance unspent at beginning of year 

861 428 

517428 

Current year receipts 

735 000 

734 000 

Conditions met - transferred to revenue 

(977 932) 

(390 000) 

Conditions still to be met - remain liabilities {see note 21) 

618 496 

861 428 

18.2 Finance Management grant 

Balance unspent at beginning of year 

644 444 

175 104 

Current year receipts 

500 000 

1 000 000 

Conditions met - transferred to revenue 

(439 765) 

(530 660) 

Conditions still to be met - remain liabilities (see note 21) 

704 679 

644 444 

18.3 LG Seta 

Balance unspent at beginning of year 

33 046 

33 046 

Current year receipts 

78 487 

. 

Conditions met - transferred to revenue 



Conditions still to be met - remain liabilities (see note 21) 

Ill 533 

33 046 

18.4 Establishment of Ward Committees 

Balance unspent at beginning of year 

280 995 

280 995 

Current year receipts 



Conditions met - transferred to revenue 

(305 996) 


Conditions stili to be met - remain iiabiilties (see note 21) 

(25 001) 

280 995 

18.5 Housing Development 

Balance unspent at beginning of year 

1 063 593 

1 063 593 

Current year receipts 

151 587 


Conditions met - tansferred to revenue 

(640 081) 


Conditions still to be met - remain liabilities (see note 21) 

575 099 

1 063 593 

20 OTHER INCOME. PUBLIC CONTRIBUTIONS AND DONATIONS 

Other income 

Sundry revenue 

1 179 903 

1 937 787 

Total Other Income 

1 179 903 

1 937 787 

21 EMPLOYEE RELATED COSTS 

Employee related costs - Salaries and Wages 

15 279 360 

11 329 498 

Employee related costs - Contributions for UIF, pensions and medical aids 

2 231 317 

2 193 282 

Housing benefits and allowances 

102136 

15 085 

Performance and other bonuses 

920 924 


Leave provision 

459 821 


Other employee related costs 

1 269 892 


Total Employee Related Costs 

20 263 451 

13 537 865 

Remuneration of the Municipal Manager 

Annual Remuneration 

113 008 

339 024 

Travel, motor car, accommodation, subsistence and other allowances 

55 339 

118016 

Contributions to UIF, Medical and Pension Funds 

20 499 

109497 

Total 

183 846 

566 537 
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Mbhashe Local Municipality 
NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2009 




2009 

2008 



R 

R 

Remuneration of the Chief Finance Officer 

Annual Remuneration 


364 426 

271 219 

Travel, motor car, accommodation, subsistence and other allowances 


125 410 

108 000 

Contributions to UIF, Medical and Pension Funds 


72 660 

75 525 

Total 

= 

562 505 

454744 

Remuneration of Individual Executive Directors 

Technical 

Services 

Finance /Admin 
Services 

Community Services 


R 

R 

R 

2009 

Annual Remuneration 

- 

364 426 

869 873 

Travel, motor car, accommodation, subsistence and other allowances 

- 

148 210 

362 022 

Contributions to UIF. Medical and Pension Funds 

- 

48 439 

128198 

Total 

' 

561 075 

1 360 093 


Technical 

Services 

Corporate Services 

Community Services 


R 

R 

R 

2008 

Annual Remuneration 

376 831 

271 219 

- 

Performance- and other bonuses 

27100 

• 

- 

Travel, motor car, accommodation, subsistence and other allowances 

110400 

182 300 

- 

Total 

514 331 

453 519 


22 REMUNERATION OF COUNCILLORS 

Annua! Remuneration 


7 054 306 

1 202 015 

Travel, motor car, accommodation, subsistence and other allowances 


2 236 939 

- 

Contributions to UIF, Medical and Pension Funds 


• 

- 

Total Councillors’ Remuneration 


9 291 245 

1 202 015 

In-kind Benefits 

Tho Executive Mayor IS f:rov.ded\v.ili an office occcretanalcupporl fu'l 



23 DEPRECIATION AND AMORTISATION EXPENSE 

Property, plant and equipment 

Total Depredation and Amortisation 


3 918 058 

2 841 607 


3 918 058 

2 841 607 

24 GRANTS AND SUBSIDIES PAID 

DonaUons to local communities and LED projects 


- 

4 614 228 

25 GENERAL EXPENSES 



4 614 228 

Included in general expenses are the following;- 

Accommodation and meals 


4 200 

- 

Advertising 


148 278 

159 250 

Audit fees 


1 515 056 

614 516 

Unknown expenditure 


436 400 

- 
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Mbhashe Local Municipality 
NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2009 


2009 2008 

R R 


Bank charges 

89 551 

114 245 

Books and publications 

2 447 

78 743 

Catering 

300 351 

95 521 

Civic functions 

873 648 

- 

Cleaning material 

201 239 

403 432 

Community awareness 

80 368 

304 985 

Conference and workshop costs 

1 283 249 

797420 

Consultants and professional fees 

1 118 607 

674178 

Consumables 

4 649 

33 920 

Decorations 

- 

62 050 

Electricity purchases 

243 691 

328 261 

Entertainment 

105 757 

96 069 

External audit committee 

161 919 

- 

Grants and donations A 

59 129 

14 773 

HR projects 

75 000 

- 

IDP Review 

460 780 

187 651 

Insurance external 

214 855 

204 060 

Legal costs: Other 

464 035 

' 

Licence fees for motor fleet 

1 364 

119 831 

Licence fees for motor fleet 


- 

Mayors Discretion fund 

680 769 

193 189 

Material and stores 

494 

263 

Membership fees 

43 679 

15 744 

pauper burials 

4 200 

3 945 

Petrol and oil; Motor fleet 

808 123 

316 807 

postage 

1 397 

5 277 

printing and stationery 

219 092 

471 651 

Protective clothing and uniforms - staff 

228 912 

56 231 

Projects 

95 200 

- 

Refusr bags 

44 000 

99 976 

Rental of office equipment 

597 248 

467 208 

Security fees 

178 094 

3119 

seeds, plants and trees 

- 

- 

skills development levies 

17 550 

- 

Smalt tools and equipment 

15 473 

74 175 

Subsidies free basic services 

4 371 595 

285 389 

subsistence and travelling 

364 170 

243 081 

Telephone costs 

1 617 929 

1 485 347 

ward committee subsistence and travelling 

121 951 

96110 

ward committee training and development 

184 045 

138 939 

Disabled 

70 488 

- 

Youth 

54 600 

- 

Elderly 

27 977 

- 

women i 

36 210 

- 

Children 

43 281 

- 

DPLG • ICT 

68 091 

- 

MSIG 

977 932 

- 

FMG 

439 765 

- 

PMS 

105 275 

- 

institution and finance 

2 412 808 

- 

Petty cash 

870 

- 

LED 

7406 540 

- 

Social needs 

2162 955 

- 

womens month celebrations 

806 675 

- 

SALGA membership fees 

113112 

• 

Maintenance of municipal buildings 

1 139 292 

- 

Eillotdale RDP Houses 

319 642 

- 
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Mbhashe Local Municipality 
NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2009 



2009 

2008 


R 

R 

Relocation of Ezifama 

320 439 

. 

Alternative accommodation land hand of 

84 756 

. 

8 business sites wA/ale 

571 153 

. 

sakwe Park / Ext 2 nb: Not ext 

292 9?0 

. 

Water and sanitation 

- 

1 752 434 

Ward committee stationery 

- 

59 816 

ADM services 

- 

164 652 

Staff development 

- 

331 054 

Computer costs 

- 

172 296 


34 893 325 

10 725 608 

2S CASH GENERATED BY OPERATIONS 



Surplus/(deficit) for the year 

(15 097 374) 

25 659 507 

Adjustment for:- 



Depreciation and amortisation 

3 918 058 

2 841 607 

Interest earned 

(2 111 322) 

(1 266 089) 

Other non-cash item 

(1 911 626) 

5 979 894 

Operating surplus before vrorking capital changes; 

(15 202 264) 

33 214 939 

{lncrease)/decrease in inventories 



{lncrease)/decrease in trade receivables 

23 733 

(5 662 303) 

{lncrease)/decrease in other receivables 

(57 644) 

2 453 750 

{lncrease)/decrease in VAT receivable 

4 919 693 

(2 707 953) 

lncrease/(decrease) in conditional grants and receipts 

(1 454 530) 

3 482 440 

lncrease/(decrease) in trade payables 

3 262 758 

736 987 

lncrease/(decrease) in consumer deposits 



lncrease/{decrease) in VAT payable 



Other asset 


2 453 750 

Other liability 



Cash generated by/(utillsed in) operations 

(8 508 254) 

33 971 610 

27 CASH AND CASH EQUIVALENTS 



Cash and cash equivalents included in the cash flow statement comprise 



the following: 



Bank balances and cash 

491 031 


Bank overdrafts 

- 

. 

Net cash and cash equivalents (net of bank overdrafts) 

491 031 

- 

28 CORRECTION OF ERROR 



During the current year it was noted that the opening amounts per the 



annual financial statements for the year ended 30 June 2008 were not 



accurate. 



The comparative amount has been restated as follows; 



Correction of VAT control account following the finalisation for a SARS 



audit 



Asset - VAT Control Account 

. 

6 663 441 

Liabilities - VAT Control Acoount 

. 

(1 045 492) 

Net effect on Statement of Financial Position 

- 

7 708 933 

Net effect on Accumulated su^lus opening balance 

- 

7 708 933 
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Mbhashe Local Municipality 
NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2009 


2009 2008 

R R 

Amounts errouneously recorded as Infrastructure assets 


Asset - Infrastructure assets 

** 

(10 674 899) 

Net effect on Statement of Financial Position 

' 

(10 674 899) 

Net effect on Accumulated surplus opening balance 

Adjustment to correct prior year general ledger account balance 

- 

(10 674 899) 

Asset - Infrastructure assets 


(8 300 582) 

Net effect on Statement of Financial Position 

- 

(8 300 582) 

Net effect on Accumulated surplus opening balance 

Investments not completely recorded 

- 

(8 300 582) 

Asset - Infrastructure assets 

. 

7 534 581 

Net effect on Statement of Financial Position 

- 

7 534 581 

Net effect on Accumulated surplus opening balance 

Adjustments to take on of debtors balances 

- 

7 534 581 

Asset - Infrastructure assets 

. 

(711 655) 

Net effect on Statement of Financial Position 

- 

(711 655) 

Net effect on Accumulated surplus opening balance 

- 

(711 655) 


ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE 
29 MANAGEMENT ACT 

29.1 VAT 

VAT input receivables and VAT output payables are shown in note 18. 

The June 2009 VAT 201 return was not submitted on time. 

29.2 Operating leases 

At the reporting date the entity has outstanding commitments under 
operating leases which fall due as foilows: 

72 961 Not available 
170 916 Not available 
Not available 

243 877 


Operating Leases consists of the following: 

Operating lease payments represent rentals payable by the municipality 
for certain of its office office equipment and telephone infrastructure. 
Leases are negotiated for an average term of five years. 

30 RETIREMENT BENEFIT INFORMATION 

30.1 Defined contribution plan 


Within one year 

in the second to fifth year inclusive 

After five years 

Total 
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Mbhashe Local Municipality 
NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2009 


2009 

R 

The following are defined contnbution plans: Eastern Cape Group 
Municipal Pension Fund and Gratuity Fund administered by Alexander 
Forbes) and the South African Municipal Workers Union (SAMWU) 

Provident Fund These contributions have been expensed. 


31 KEY SOURCES OF ESTIMATION UNCERTAINTY AND JUDGEMENTS 
The following areas involve a significant degree of estimation uncertainty: 

Useful lives and residual values of property, plant, and equipment 
Provision for doubtful debts 

The following areas involved judgements, apart from those involving 
estimations disclosed above, that management has made in the process 
of applying the municipality's accounting policies and that have the most 
significant effect on the amounts recognised in the financial statements: 

Impairment of assets 
Provisions 


33 RISK MANAGEMENT 
33.1 Maximum credit risk exposure 


Credit risk consists mainly of cash deposits, cash equivalents and trade 
debtors. The municipality only deposits cash with major banks with high 
quality credit standing and limits exposure to any one counter-party. 


Trade receivables comprise a widespread customer base represented by 
small business and individuals from mral backgrounds. 


2008 

R 
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Mbhashe Local Municipality 
NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2009 


2009 

R 


Financial assets exposed to credit risk at year end were as follows: 

MEEG Bank 
First National Bank 
Standard Bank 

These balances represent the maximum exposure to credit risk. 
33.3 Interest rate risk 

As the municipality has no significant interest-bearing assets, the 
municipalit/s income and operating cash flows are substantially 
independent of changes in market interest rates. 


2008 

R 
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Mbhashe Local Municipality 
APPENDIX A 

SCHEDULE OF EXTERNAL LOANS 
as at 30 June 2009 
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Mbhashe Local Municipality 

APPENDIX D 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE 
for the year ended 30 June 2009 






